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SUB J : 23RD UNDP GOVERNING COUNCIL - OPENING DISCUSSION ON 
FINANCIAL MATTERS (AGENDA ITEM 4) 

SUMMARY: 23RD GOVERNING COUNCIL SESSION OF UNITED NATIONS 
DEVELOPMENT PROGRAM STARTED OFF WITH DAY AND HALF MEETING 
OF BUDGETARY AND FINANCE COMMITTEE WHICH REVIEWED FINANCIAL 
SITUATION OF PROGRAM (AGENDA ITEM 4). COMMON THREAD IN 
ALL INTERVENTIONS WAS PROGRAM'S ACCUMULATION OF NON- 
CONVERTIBLE CURRENCIES. US DEL INDICATED IT WOULD TABLE 
PROPOSAL LATER IN SESSION. ADMINISTRATION ANNOUNCED IT 
RECOMMENDING $44 MILLION INDICATIVE PLANNING FIGURE 
(PROGRAM ALLOCATION) FOR SOCIALIST REPUBLIC OF VIETNAM 
FOR SECOND CYCLE (1977-81). END SUMMARY. 

1 . BUDGETARY AND FINANCE COMMITTEE OF GOVERNING COUNCIL 
MET JANUARY 17 AND FANUARY 18 (MORNING) TO DISCUSS ITEM 4 
(FINANCIAL SITUATION AND RELATED MATTERS) IN ADVANCE OF 
PLENARY. UNDP ADMINISTRATOR MORSE OPENED WITH STATEMENT 
OUTLINING STEPS TAKEN WITH REGARD TO FINANCIAL SITUATION 
AND CURRENT STATUS. MORSE REPORTED AN IMPROVED CASH 
POSITION IN 1976 AND PROJECTED CONTINUED IMPROVEMENT IN 
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1977. HOWEVER HE CONCERNED AT LOW LEVEL OF PLEDGES MADE 
DURING RECENT UNDP PLEDGING CONFERENCE AND HOW THIS 
MIGHT IMPACT ON THE FINANCIAL PROSPECTS OF THE PROGRAM. 

LARGE MEASURE OF SPEECH DEALT WITH MANAGEMENT IMPROVEMENTS 
WHICH HAVE BEEN MADE SINCE HE TOOK OFFICE INCLUDING THE 
RESHAPING OF HEADQUARTERS. 
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2. MORSE FOLLOWED BY NEWLY APPOINTED UNDP ASSISTANT 
ADMINISTRATOR FOR ADMINISTRATIVE AFFAIRS HEPPLING (SWEDEN) 
WHO MADE KNOWN ADMINISTRATOR'S RECOMMENDATION THAT 
INDICATIVE PLANNING FIGURE (IPF) FOR SOCIALIST REPUBLIC 

OF VIETNAM FOR SECOND DEVELOPMENT CYCLE (1977-1981) 

BE ESTABLISHED AT $44 MILLION TO REFLECT UNIFORM APPLICATION 
OF IPF CRITERIA IN THE CASE OF THIS COUNTRY. HEPPLING 
ALSO RECOMMENDED IPF FOR THE SEYCHELLES' SECOND CYCLE 
BE INCREASED FROM $0.95 MILLION TO $1,460 MILLION. 

NO DELEGATION COMMENTED ON THESE PROPOSALS WHICH WILL BE 
TAKEN UP SUBSEQUENTLY, INCLUDING IN PLENARY (MEETINGS OF 
BUDGETARY AND FINANCE COMMITTEE ARE HELD IN PRIVATE SESSION). 

3. IN DISCUSSION WHICH FOLLOWED, 15 COUNTRIES MADE INTER- 
VENTIONS. THE PROBLEM OF NON-CONVERTIBLE CURRENCY FIGURED 
IN ALL OF THESE INTERVENTIONS. ASIDE FROM USSR AND BULGARIA, 
STATEMENT OF OTHERS STRESSED NEED TO FIND PRACTICAL 
SOLUTION. CANADIAN AND BRAZILIAN INTERVENTIONS WERE THE 
MOST CRITICAL OF THE CURRENT BUILDUP OF NONUSABLE NON- 
CONVERTIBLE CURRENCIES. CANADIAN SUGGESTED ADMINISTRATOR 
MIGHT WANT TO PUT A FREEZE ON ACCEPTING THESE CURRENCIES 
UNTIL CURRENT HOLDINGS HAVE BEEN RUN DOWN. "WHY SHOULD 
COUNTRIES GET CREDIT FOR CONTRIBUTIONS WHEN THE FUNDS 
CAN'T BE USED?" BRAZILIAN REPRESENTATIVE WAS CONCERNED 

AT MEASURES FOR UTILIZATION OF THESE MEASURES WHICH GIVE 
PREFERENTIAL TREATMENT ( "PRIVILEGE ") TO DONORS OF THESE 
COUNTRIES. 

BRAZIL ALSO SUGGESTED IT WOULD BE BEST IF THESE 
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COUNTRIES STOP CONTRIBUTING IN THESE CURRENCIES UNTIL THE 
ACCUMULATIONS HAD BEEN USED UP. THESE COMMENTS LED TO A 
DIRECT APPEAL BY ADMINISTRATOR MORSE TO THE GOVERNING 
COUNCIL FOR CLEAR-CUT GUIDELINES FOR THE PROPER 
RESOLUTION OF THIS PROBLEM. 

4. U.S. REPRESENTATIVE (KITCHEN) EMPHASIZED THE NEED TO 
INSURE REAL IMPROVEMENTS IN FORECASTING AND FINANCIAL 
CONTROLS HAVE BEEN MADE AND REQUESTED ON ELABORATION ON 
THE WORK BEING DONE BY THE UN FINANCIAL CONSULTANT 
RECENTLY ENGAGED (SIEGEL). ON QUESTION OF NON-CONVERTIBLE 
CURRENCY U.S. DEL POINTED OUT THAT UNLESS A CHANGE IS 
MADE, BY 1981 UNDP WILL HAVE IN EXCESS OF $100 MILLION 

OF ACCUMULATED CURRENCIES WHICH WILL PREVENT FULL 
IMPLEMENTATION OF THE SECOND CYCLE PROGRAM. HE SAID WE WOULD 
BE RETURNING TO THIS PROBLEM AT AN APPROPRIATE TIME IN THE 
SESSION WITH SPECIFIC RECOMMENDATIONS. 

5. STATEMENT BY USSR AND BULGARIAN REPRESENTATIVE TOOK 
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LINE THAT THERE HAS BEEN A SIGNIFICANT IMPROVEMENT IN 
UTILIZATION OF NON-CONVERTIBLE CURRENCY BUT THIS HAS NOT 
YET BEEN REFLECTED IN THE FINANCIAL STATEMENTS. THEY 
GENERALLY TRIED TO PAINT A ROSY PICTURE WHICH REQUIRED 
NO SPECIAL INITIATIVES. THIS LED TO FURTHER INTERVENTIONS 
(PRINCIPALLY U.S.) SEEKING DETAILS ON OPERATION OF UNDP RUBLE 
BANK ACCOUNTS IN MOSCOW. THE COMMITTEE AGREED UNITED 
NATIONS COMPTROLLER WOULD ADDRESS SUBSEQUENT MEETING OF 
COMMITTEE ON SPECIFICS OF HOW UN AND UNDP BANK ACCOUNTS 
THERE OPERATED. 

6. BUDGET COMMITTEE CHAIRMAN MALIK PLANS TO REPORT 
ORALLY TO PLENARY ON DISCUSSIONS HELD IN COMMITTEE 
ON THIS ITEM. 
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